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Tynagh Mine, County Galway, Republic of 
Ireland, operated by Irish Base Metals Limited, 
wholly owned subsidiary of Northgate 
Exploration Limited. From 1965 to 1978, 
approximately eight million tons of ore mined 
and some 1.5 million tons of concentrates 
produced. 


Navan zinc-lead mine, County Meath, Republic 
of Ireland, operated by Tara Mines Limited, 75% 
owned by Tara Exploration and Development 
Company Limited. Northgate has an approximate 
10% equity interest in Tara Exploration and 
Development Company. Other major corporate 
shareholders include Noranda (41%), Cominco 
(19.9%) and Charter Consolidated (10.7%). 


Whundo open pit copper deposit, Western 
Australia. Scene of modest operation during 
1976 by Whim Creek Consolidated N. L., with the 
extraction of 6,000 metric tons of direct shipping 
ore containing an estimated 3.2 million Ibs. of 
copper. This Australian affiliate is now planning 
mining of low grade gold deposits by heap 
leaching. Northgate has a 41.6% combined direct 
and indirect interest in Whim Creek. 


Black Angel Mine, West Greenland, operated by 
Greenex A/S, wholly owned subsidiary of 
Vestgron Mines Limited. Northgate owns a 9.6% 
combined direct and indirect equity interest in 
Vestgron. Cominco Ltd. is the major owner (62%) 
in Vestgron. 
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Tynagh Mine, County Galway, Republic of 
Ireland, operated by Irish Base Metals Limited, 
wholly owned subsidiary of Northgate 
Exploration Limited. From 1965 to 1978, 
approximately eight million tons of ore mined 
and some 1.5 million tons of concentrates 
produced. 


Navan zinc-lead mine, County Meath, Republic 
of Ireland, operated by Tara Mines Limited, 75% 
owned by Tara Exploration and Development 
Company Limited. Northgate has an approximate 
10% equity interest in Tara Exploration and 
Development Company. Other major corporate 
shareholders include Noranda (41%), Cominco 
(19.9%) and Charter Consolidated (10.7%). 


Whundo open pit copper deposit, Western 
Australia. Scene of modest operation during 
1976 by Whim Creek Consolidated N. L., with the 
extraction of 6,000 metric tons of direct shipping 
ore containing an estimated 3.2 million Ibs. of 
copper. This Australian affiliate is now planning 
mining of low grade gold deposits by heap 
leaching. Northgate has a 41.6% combined direct 
and indirect interest in Whim Creek. 


Black Angel Mine, West Greenland, operated by 
Greenex A/S, wholly owned subsidiary of 
Vestgron Mines Limited. Northgate owns a 9.6% 
combined direct and indirect equity interest in 
Vestgron. Cominco Ltd. is the major owner (62%) 
in Vestgron. 


Financial Highlights 


1978 1977 (1) 
Net smelter value $9,006,000 $13,908,000 
Mine operating income (before w.o.’s) 832,000 3,001,000 
Investment income 2,736,000 2,102,000 
Exchange gains (losses) (23,000) 30,000 
Depreciation and amortization 1,498,000 2,353,000 
Net income (loss) 458,000 (590,000) 
Per share $0.07 $(0.085) 
AT YEAR END 
Working Capital $25,616,000 $28,217,000 
Ratio of current assets to current liabilities 3.6 to 1 5253tOm 
Total assets 59,089,000 56,120,000 
Shareholders’ equity 48,648,000 48,190,000 
Investments 19,096,000 18,127,000 
Fixed assets 18,560,000 16,117,000 
Less accumulated depreciation 14,539,000 13,272,000 
4,021,000 2,845,000 
Weighted average number of shares 
outstanding during the period used in 
computing earnings per share 6,891,699 6,891,699 
Production Highlights 1978 (2) wee 
Tynagh Mine 
Tons of ore treated 255,079 616,388 
Production of concentrates 
Tons of lead concentrates 11,453 25,053 
Tons of zinc concentrates 12,569 27,491 
Tons of bulk concentrates 2,115 5,309 
Tons of copper concentrates aloo 1,648 
Total tons of concentrates Zieeie. 59,501 
Payable metals contained in concentrates sold 
Lead (Ibs) 12.3 million 37.0 million 
Zinc (Ibs) 12.1 million 20.9 million 
Copper (Ibs) 0.8 million 0.1 million 
Silver (ozs) 263,000 512,000 


NOTES 1. Certain of the 1977 figures have been 


restated. 
2. Operations suspended from July 10, 1978 
due to a labour dispute. 
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DIRECTORS’ REPORT TO SHAREHOLDERS 


In 1978 operations at the 
Tynagh Mine were severely 
affected by a labour dispute which 
resulted in a reduction of 
concentrate production to less 
than fifty per cent of the total 
scheduled. Except for the strong 
recovery of metal prices during the 
second half of the year which 
enabled an upward revaluation of 
the year end concentrate 
inventory, the mine operating loss 
for the year totalling $666,000 
would have been substantially 
greater. 


As previously reported, the 
labour dispute was settled in 
December, 1978 and, as a result, 
shipments of concentrates 
resumed early in January. 
Following a period of necessary 
underground preparations, regular 
mine production recommenced 
late in February. 


Due to the shut down of the mine 
for almost half of 1978, the 
previous forecast of the 
termination of operations at the 
end of 1979 is now likely to take 
place during the second half of 
1980. 


If current buoyant metal prices 
prevail throughout 1979, they will 
have a positive impact on 
anticipated earnings from mining 
operations for the current year. 
However, profitability will be 
subject to uninterrupted 
operations for the remainder of the 
year and the attainment of 
economic cost and production 
levels. 


Financial Results 

The financial results for the year 
1978 show a consolidated net 
profit of $458,000 equal to 7¢ per 
share compared with a net loss in 


1977 of $590,000 or 8.5¢ per share. 


Results for 1977 included an 
extraordinary credit of $178,000 or 
2.5¢ per share, being a reduction 
in income taxes resulting from the 
utilization of amounts expensed in 
prior years. 


The favourable effect of the 
adjustment in the value of 
concentrate inventory is evident in 
the fourth quarter 1978 with a 
consolidated net profit for the 
period of $763,000 equal to 11¢ 
per share compared with a net loss 
of $836,000 or 12.5¢ per share for 
the same period in 1977. 


Net revenue from concentrate 
production amounted to 
$9,006,000 against $13,908,000 in 
the previous year. The decline in 
revenue was principally due to the 
suspension of mining operations 
during the second half of 1978. 
Although operating expenses were 
lower at $6,742,000 ($9,115,000 in 
1977) owing to the shutdown of 
operations from July 10, 1978, the 
unit cost per ton of ore mined and 
milled was substantially higher at 
$26.38 ($14.74 per ton in 1977) 
due in part to care and 
maintenance costs while 
operations were suspended. 


As previously mentioned, results 
for 1978 include a mine operating 
loss of $666,000 compared with an 
operating profit of $648,000 in 
1977. The operating loss for 1978 
was mainly attributable to the 
uneconomic level of production 
during the first quarter of the year 
and the suspension of operations 
during the second half of the year. 


The 1978 operating loss would 
have been substantially greater 
but for the increase in value of the 
concentrate inventory as a result 
of the significant improvement in 
the lead price during the second 
half of the year which was taken 
into account in the fourth quarter. 
It is noted that the operating loss 
for the nine months ended 
September 30, 1978 amounted to 
$1,641,000. 


Results for 1978 also include 
non-operating income of 
$2,709,000 and exploration 
expenditures of $1,887,000 
compared with $1,498,000 and 
$2,371,000 respectively for 1977. 
The improvement in non-operating 
income in 1978 was mainly 
attributable to higher income from 
short-term investments as a result 
of higher interest rates and 
reduced losses by associated 
companies. 


Financial Position 

Working capital at December 31, 
1978 was $25,616,000 compared 
with $28,217,000 (restated) at the 
previous year end. The quoted 
value of your Company’s 
investments, including shares of 
associated companies, at 
December 31, 1978 was 
approximately $34.4 million. 


Investments 

Your Company’s two principal 
investments are its holdings of 
643,741 shares (9.97%) of Tara 
Exploration and Development 
Company Limited and a direct 
ownership of 220,000 shares (5.2%) 
and a combined direct and indirect 
ownership of 405,282 shares (9.6%) 
in Vestgron Mines Limited. 


The large zinc-lead mine at 
Navan, Ireland, 75% owned by 
Tara, while still operating below 
Capacity, is expected to attain its 
planned production rate of 
400,000 metric tons of zinc 
concentrate and 70,000 metric 
tons of lead concentrate annually 
during the current year. Vestgron 
Mines, a Cominco Ltd. subsidiary, 
owns and operates a high grade 
zinc-lead mine in Greenland, with 
annual production in the order of 
142,000 metric tons of zinc 
concentrate and 42,000 metric 
tons of lead concentrate. 


Both of these companies are 
well positioned to benefit from the 
sharply improved prices for zinc 
and lead, currently around 32% and 
100% respectively, above the 
average 1978 prices. In its 
preliminary unaudited statement of 
1978 results, Vestgron reported 
gross revenue from concentrate 
sales of $45.9 million and net 
earnings of $3.7 million equal to 
$0.86 per share compared with 
$5.7 million or $1.35 per share in 
1977. 


The major portion of Vestgron’s 
1978 earnings were derived from 
fourth quarter sales with indicated 
earnings for that quarterly period 
of approximately $3.4 million equal 
to about $0.80 per share. The 1978 
fourth quarter was the period 
during which zinc and lead prices 
gained appreciably but still 
significantly below the current 
levels. 


Additional details concerning 
your Company’s investments and 
principal associated companies 
are set out in pages 14 to 17 of this 
Annual Report. 


Exploration 

Your Company’s major areas of 
interest are natural resources. Its 
strong cash position, bank 
financing capabilities and other 
assets enable orderly expansion 
and diversification, both internally 
through its ongoing commitment 
to mineral exploration and now 
emerging role in oil and gas, as 
well as through acquisitions as 
opportunities and circumstances 
warrant. 


As underscored in last year’s 
Annual Report, your Company is 
intensifying its efforts in this 
connection with emphasis being 
placed on energy-related 
opportunities. 


To this end, your Company has 
recently entered into an 
agreement for the exploration and 
development of oil and gas 
properties throughout North 
America but primarily in Western 
Canada, with Mission Oil and Gas 
Limited, a newly formed private 
company headquartered in 
Calgary, Alberta. 


Mission Oil and Gas Limited is 
being financed for an initial five- 
year term by Northgate and other 
Canadian investors. Mission’s 
initial annual budget for oil and gas 
exploration and development will 
be of the order of $6 million but, in 
due course, hopes to be abie to 
increase this to $15 million through 
the participation of additional 
investors. Your Company’s annual 
contribution to this project is 
approximately $1 million for 
exploration and up to $2 million for 
development, as required. 


Mission Oil and Gas is currently 
evaluating several oil and gas 
projects including proposals in the 
Utikuma and Wabiskaw areas, 
north of Edmonton, Alberta. A U.S. 
subsidiary, Mission Resources, 
Inc., has been incorporated and is 
qualified to do business in 
Wyoming, Oklahoma and Texas. 


Independent of the foregoing, 
your Company has a 25% working 
interest in Woods Joffrey A6-33- 
38-26 W4th Meridian, a dual zone 
gas discovery located on 2,080 
acres of lease mid-way between 
Calgary and Edmonton, Alberta. 
The upper reservoir tested gas at 
478 thousand cubic feet per day, 
while the lower gave gas up to 3.6 
million cubic feet per day and 
some condensate. Due to 
mechanical problems, some of the 
latter test results did not provide all 
the data required and a further 
program of testing is being 
planned. Additional well drilling is 
also contemplated for this lease. 


Your Company is also directly 
participating in an oil project in 
British Columbia with a one-third 
commitment for drilling costs to 
earn a 25% working interest. 


Other projects involving the 
purchase of existing gas and oil 
production are under active 
consideration. 


From the standpoint of mineral 
exploration, your Company has 
budgeted a total of $2.3 million for 
1979 of which $1.6 million has 
been allocated for exploration in 
Ireland including the continuing 
high priority program in the 
Tynagh Mine lease area which is 
costed at $250,000. On a group 


basis, the combined exploration 
budget for your Company and its 
associated companies, notably 
Anglo United Development 
Corporation and Westfield 
Minerals, 1979 expenditures are 
expected to total in excess of $3.5 
million. 


The budget for North America, 
mainly in Canada, has appreciably 
increased its target to an estimated 
$665,000 of which some 60% is 
planned for the recently acquired 
properties in Newfoundland, with 
special emphasis on those areas 
adjacent and near Westfield 
Minerals’ recent uranium 
discoveries. 


Further details regarding your 
Company’s 1978 exploration 
activities and current year 
objectives appear on pages 12 to 
13 in this Annual Report. 


Corporate Control Change 


On November 17, 1978 Pacific 
Trust Co., N.V., Trustee for the 
Patrick Joseph Hughes Family 
Trust, purchased 1,000,000 shares 
of Northgate Exploration Limited 
(14.5%) from Tara Exploration and 
Development Company Limited at 
a price of Can$8.75 per share and 
in addition, for a consideration of 
25¢ per share, the Trustee 
acquired a 36-month option from 
Tara to purchase the latter’s 
remaining 501,714 shares (7.3%) of 
Northgate at a price of Can$8.50 
per share. Noranda Mines Limited 
owns approximately 41% of Tara. 


Following on this transaction, 
Noranda-Tara appointees Messrs. 
E. Kendall Cork, Brendan Hynes 
and William James retired from the 
Board. 


Organization 

The Board of Directors records 
with sadness, the death on 
October 15, 1978 of Mr. Murray K. 
Pickard. Mr. Pickard joined the 
Northgate group of companies in 
1963 and was Vice President of 
Operations of the Company and 
General Manager of Irish Base 
Metals Limited until March, 1972 at 
which time he retired from these 
positions but continued to serve as 
a consultant to Northgate and 
several of its associated and 
subsidiary companies. He was also 
a Director of the Company since 
1970 and served on the Boards of 
associated Westfield Minerals 
Limited and Whim Creek 
Consolidated N.L. 


Mr. George T. Smith was elected 
a Director on November 1, 1978 to 
fill the vacancy created by the 
death of Mr. Pickard. Mr. Smith 
had previously served on the 
Board of Northgate from 1964 to 
April, 1974 and during most of this 
period was the Company’s 
Executive Vice President. Mr. E. J. 
McConnell, a director since May, 
1973, also retired from the Board. 


Dr. William F. James, who was a 
Director since November, 1963, 
also retired from the Board during 
January 1979. He also served on 
the Boards of subsidiary 
companies, Irish Base Metals 
Limited and Gortdrum Mines 
(Ireland) Limited. Dr. James, a 
dean of Canadian geologists who 
practised his profession for more 
than 50 years, and a man of 
exceptionally sound judgement, 
made an outstanding contribution 
to the affairs of the Northgate 
Group of Companies throughout 
his nearly 15 years of dedicated 
service. 


Messrs. Jerome C. Byrne, John 
G. Dunlap, Q.C., A. Garfield Heyes, 
John Kostuik and Joseph V. 
McParland were elected to the 
Board to fill these vacancies. 


Mr. Patrick J. Hughes, President 
of the Company since 1958, was 
appointed Chairman of the Board 
and Mr. George T. Smith was 
appointed President and Chief 
Executive Officer. These 
appointments were effective from 
March 15, 1979. During 
September, 1978, Mr. Sylvester P. 
Boland, Vice-President of Finance, 
was appointed Executive Vice- 
President of the Company. 


Appreciation 

The Directors gratefully 
acknowledge the excellent 
cooperation and diligent efforts of 
management and employees 
throughout 1978 which was a 
difficult if not challenging year for 
the Company. 


On behalf of the Board, 


FL of | 


Patrick J. Hughes, 
Chairman 


A111 sao SET 
George T. Smith, 


President and 
Chief Executive Officer 


Toronto, Canada 
March 15, 1979 


Annual Meeting of 
Shareholders 


Underground at Tynagh Mine 


The Annual Meeting of 
Northgate Exploration Limited 
will be held at 9:30 a.m. 
(Toronto Time) on Friday, June 
22nd, 1979 in the Alberta Room 
of the Royal York Hotel, 100 
Front Street West, Toronto, 
Ontario. 


Formal notice of the meeting 
will be sent to shareholders with 
the proxy material during May. 
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Operations at the Tynagh Mine were suspended on July 
10, 1978 because of a labour dispute. The loss of 
production for virtually the entire second half of the year 
together with the reduced level of operations during the 
first quarter, resulted in a substantial reduction of 
concentrate output during 1978. The labour dispute was 
settled in December, 1978 and, as a result, shipments of 
concentrates resumed early in January, 1979 and regular 
mine production resumed during the following March. 


During the restricted period of operations in 1978 a total 
of 255,079 tons of ore was treated at an average rate of 
approximately 1,425 tons per operating day. This 
compares with 616,388 tons treated in 1977 at an average 
rate of approximately 1,707 tons daily. 


The grade of ore fed to the dense media plant was: 


Lead Zinc Copper Silver 
% % % ozs/ton 


1978 4.07 3.43 0.22 1.26 
QV 3.56 3.04 0.19 1.52 


Concentrate Production and Recoveries 


The following is a summary of concentrate production 
for 1978 with comparative figures for 1977: 


1978 1977 
Tons of lead concentrate .............. Mp4 53 25,053 
ONS Ofszinceconcentraters- eee 12,569 27,491 
Tons of bulk concentrate .............. PWWS 5,309 
Tons of copper concentrate ......... liso 1,648 
Totals iccomtinrcescice cote eee ne fe 59,501 


7M PAUP 


Metallurgical recoveries in 1978 compared with 1977 
were as follows: 


Recoveries 
Lead Zinc Copper Silver 
% % % % 
197 Sie omen eee 90.7 78.9 1953 76.1 
LOL Raeattatee tees 90.1 80.8 78.6 74.6 


Payable Metals and Concentrate Sales 


The approximate totals of payable metals in 
concentrates sold during 1978 and 1977 were as follows: 


1978 1977 
Lead (in millions of pounds) ............. 123 SiO 
Zinc (in millions of pounds) .............. 121 20.9 
Copper (in millions of pounds) ......... 0.8 0.1 
Silver (thousands of ounces) ............ 263 oili2 


Concentrate sales during 1978 included 2,084 tons of 
copper concentrate as compared with 543 tons in 1977. 


Metal Prices 


The following table shows the average metal prices 
received from sales of concentrates during 1978 with 
comparative prices for 1977, as well as the average quoted 
prices for 1978. Prices are based on London Metal 
Exchange quotations for lead, copper and silver, and the 


G.O.B. European producer price for zinc, all expressed in 
equivalent U.S. funds. 


Quoted 

Average 
1978 1977 1978 
Lead — per Ib. 0.0.0.0... 26.5¢ 28.4¢ 29.8¢ 
PANNE  {OYETF [10)s sonséscsanaooncne 27.5¢ 32.5¢ 27.5¢ 
Copper == [DE UIDs coccscscasne 53.7¢ 55.0¢ 61.8¢ 
Silver — per OZ. .............. $5.06 $4.74 $5.42 


Prices for these metals which were singularly depressed 
during early 1978, firmed appreciably in subsequent 
months and currently are at or close to historic peaks. The 
G.O.B. European producer price for zinc, which dropped 
from the U.S. equivalent of 27.2¢ per Ib. to 24.9¢ in 
February, made successive gains during later months to 
close the year at 34.5¢, and subsequently continued to 
advance to a February 14, 1979 posted price equal to 
36.3¢ per Ib. Lead, which is particularly significant for the 
Tynagh Mine, was exceptionally buoyant, climbing from 
the 1978 low of 24.4¢ to a year end high of 38.6¢ per Ib., 
subsequently reaching an all-time high on March 6, 1979 
of 50.7¢ per Ib. 


Copper prices, traditionally volatile, ranged between the 
equivalent of 54.2¢ and 68.9¢ per Ib. on the London Metal 
Exchange during 1978, and currently around 87¢ per lb. 
after reaching a peak of over 90¢. Silver prices varied dur- 
ing the year from a low of $4.85 to a high of $6.27, and 
currently quoted at around $7.50 per ounce. If these metal 
prices are sustained at or close to current levels for the 
remainder of 1979, realizations from the projected sales of 
concentrates during the current year will be significantly 
improved. 


Mine Operating Costs 


Direct operating costs per ton of ore mined and treated 
during 1978 increased to $26.38 per ton from $14.74 in 
1977. This increase reflects the reduced tonnage treated 
during 1978 and the attendant care and maintenance 
costs for the shut-down period in the second nalf of the 
year. 


Flotation Section of Concentrator 


FOR, 


Production Schedule for 1979 


Regular mining and milling operations resumed toward 
the end of February, 1979. The production schedule for 
the ensuing approximate 10 month period envisages 
treating approximately 500,000 tons of ore yielding an 
estimated 64,000 tons of concentrates. Firm arrangements 
have been made for the sale of the entire concentrate pro- 
duction of the Tynagh Mine through 1980 as well as 
approximately 7,100 tons of copper concentrates 
produced in 1978 and prior years. 


Ore Reserves 


The underground ore reserves are located in Zone Il, 
which occurs beneath and adjacent to the boundary of the 
open pit, and in Zone Ill, which lies approximately 600 feet 
to the east. During 1978 the development openings in 
Zone ||| were extended and detailed mining plans were 
completed for most of the orebodies in this zone. 


The following table shows the mineral content of the 
proven ore reserves as of December 31, 1978: 


Lead Zinc Copper Silver 
Location Tons % % % ozs/ton 
Zone Il 123,000) 3.16 2.70 OFS 0) 1 
Zone Ill 779,000) 5.25 S156) 0.18 oT eat 
Total 902,000 4.97 3.44 0.22 le 


(1) Includes a dilution allowance of 5% waste at zero 
grade. 


(2) Includes a dilution allowance of 10% waste at zero grade 
because higher dilution in the mining of ore from this 
zone is expected. 


The Zone II and Zone III reserves noted above exclude 
approximately 45,000 tons and 280,000 tons respectively 
which were contained in the stated reserves as of Decem- 
ber 31, 1977. This material was excluded at the end of 
1978 following the redesign of the various mining blocks. 


Underground at Tynagh Mine 
A SO ig 
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During 1978 your Company, 
through its wholly owned 
subsidiary and associated 
companies, was directly involved 
in extensive exploration programs 
for a variety of minerals principally 
in lreland, Canada and Australia. 
This broadly based minerals 
search represented a combined 
group expenditure of 
approximately $3 million. 


On its own account, Northgate 
and its wholly owned subsidiary 
companies expended 
approximately $1.9 million in 
maintaining the momentum of its 
exploration activities during 1978. 
The major portion of this 
expenditure was concentrated in 
Ireland on a diversified regional 
exploration program and intensive 
drilling operations in the vicinity of 
the Tynagh Mine. Results from the 
work carried out during 1978 have 
been sufficiently encouraging in 
several areas to warrant 
maintaining exploration in Ireland 
at a high level. 


In Canada, the major thrust of 
the 1978 program was uranium 
exploration in the Johan Beetz 
area of Quebec where joint 
venture programs with Westfield 
Minerals and Noranda Mines 
subsidiary, Norex, were continued. 
The work completed to date has 
outlined several areas of low grade 
uranium mineralization with 
possible open pit dimension. 
Ground holdings in the area have 
been consolidated and adequate 
work has been completed to 
maintain them in good standing for 
at least five years. For 1979 the 
program has been scaled back and 
proposed diamond drilling to test 
the depth extensions of these 
zones has been deferred in view of 
heavy commitments and priorities 
of newly acquired ground in 
Newfoundland. 


MINERAL EXPLORATION 


During October and November 
1978 Northgate acquired by 
staking and option, the exploration 
rights to a total of 142,657 acres in 
Newfoundland which are 
considered to have good potential 
for the location of uranium 
deposits. This acreage includes 33 
claim blocks and three Reid Lots in 
the Deer Lake area (many of which 
are in close proximity to the area of 
the Westfield discovery of high 
grade uranium mineralization in 
sandstones within the Deer Lake 
Basin), four claim blocks in the 
Codroy Valley area and a further 
five claim blocks in the Meelpaeg 
Lake area of south-central 
Newfoundland. Northgate will also 
participate in the exploration of six 
claim blocks in the Lake Melville 
area of Labrador staked on behalf 
of Whim Creek Consolidated. 


Other exploration programs in 
Canada included the search for 
uranium, gold and base metals in 
Ontario. Appraisal of property and 
project submissions to the Toronto 
office and field examination of 
properties on offer continued to be 
an important function of the 
exploration department based in 
Toronto. 


The 1979 Exploration Program 


In 1979, the combined 
exploration expenditures of the 
Northgate group of companies is 
budgeted at $3.5 million. It is 
proposed that Northgate’s own 
expenditure will amount to $2.3 
million of which $1.6 million will be 
spent in Ireland. The Tynagh Mine 
area will again be subject to an 
intensive diamond drilling program 
costing approximately $250,000. 
This program will concentrate 
almost entirely on testing areas of 
known mineralization and the 
remaining geological targets in the 
area. 


The scope of the ‘‘outside’”’ 
exploration program in Ireland will 
be broadened to diversify from 
lead-zinc deposits in carbonate 
rocks to a greater range of 
minerals in a variety of geological 
environments. The principal 
minerals sought will include 
uranium, tungsten, tin, 
molybdenum and base metals. 


Quite recently, prospecting 
licences covering areas in 
Donegal have been offered to the 
Company by the Minister for 
Industry, Commerce and Energy. 
Exploration of the Donegal areas 
will commence as soon as the 
formal documents have been 
issued. This program is a joint 
venture with Tara Prospecting 
Limited, the wholly owned 
subsidiary of Tara Exploration and 
Development Company. 


The budget for exploration in 
North America, mainly Canada, is 
approximately $665,000 of which 
some 60% will be directed towards 
the exploration of the recently 
acquired properties in 
Newfoundland and the joint 
venture in Labrador. The bulk of 
the remainder of the North 
American exploration budget will 
be directed towards the continuing 
programs on the Company’s 
uranium claims in Anstruther 
Township and the gold claims in 
the Kirkland Lake-Larder Lake 
area of Ontario. Negotiations to 
option a molybdenite property in 
Maine, U.S.A. are in progress and 
are expected to be completed in 
time to allow for a full season’s 
exploration program. 


ss fh ate 
Upper: Conveying ore to dense media plant. Lower: Headframe at Tynagh Shatt. 
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ASSOCIATED COMPANIES AND PRINCIPAL 


INVESTMENT HOLDINGS 


ANGLO UNITED DEVELOPMENT 
CORPORATION LIMITED 
(Northgate Interest — Direct 
27.7%) 


The Company has been 
continuously involved in 
exploration in the Republic of 
lreland since 1962. Its prospecting 
licences and joint venture interests 
are held by its wholly owned Irish 
subsidiary, Munster Base Metals 
Limited. 


Exploration activity in the 1977- 
1978 fiscal year highlighted the 
extensive program being 
conducted on the group of four 
prospecting licences in County 
Donegal which were issued to 
Munster on May 26th, 1978. The 
Donegal licences cover an area of 
some 46,000 acres or 
approximately 72 square miles 
over the south-eastern half of the 
NE trending Main Donegal Granite. 


Exploration on the Donegal 
licence group has been 
continuous since early 1978 and 
has progressively gained 
momentum since that time. The 
bulk of recent exploration has 
been directed towards more 
closely defining the main zone of 
high radioactivity and identifying 
specific targets along its length for 
follow-up core diamond drill 
testing. 


The work Currently in progress 
involves detailed geological 
mapping and radiometric 
prospecting, trenching, rock and 
channel sampling, overburden and 
stream geochemistry. Trenching 
has so far been carried out on 
eleven separate target areas of 
particularly high radioactive 
response where the bog and drift 
cover is less than 1.5 meters. While 
the area is generally covered by 
peat bog and glacial drift with 
limited rock exposure, the most 
recent work has shown that it is 


possible to trace the zone beneath 
the superficial cover 
geochemically by sampling close 
to the bedrock/overburden 
interface at depths ranging from 1- 
6 meters with a portable 
percussion drill and suitable 
sampling attachment. 


The program is seen as an 
extensive and systematic 
undertaking and the budget for the 
current calendar year is tentatively 
placed at approximately $400,000 
and will be expanded as warranted 
by results. 


Munster’s exposure in Ireland 
involves a total of 62 licences in 
various geological environments. 
Of these, 16 licences are 100% 
owned and operated by Munster, 
the remainder under various Joint 
Venture agreements. Second 
ranking to the Donegal program in 
terms of current priorities is the 
ongoing joint venture with Societe 
Miniere et Méetallurgique de 
Penarroya (‘‘Penarroya’’) and 
Preussag Aktiengesellschaft 
Metall (“‘Preussag’’) involving 12 
prospecting licences in two 
principal areas, Counties Cork and 
Wexford, the former containing the 
known Tullacondra copper-silver 
deposit. Munster holds a one-third 
participating interest in this 
project. 

Exploration expenditures for the 
year ended October 31, 1978 
totalled $269,753. Subsequent to 
the 1978 fiscal year end, the 
Company received additional 
financing through the sale of 
350,000 treasury shares to 
Northgate at a price of $2.95 per 
share or a total of $1,032,500. 
Anglo United and its wholly owned 
investment subsidiary hold 
246,333 shares of Northgate. 

At December 31, 1978 
Northgate’s holdings in Anglo 
United totalled 2,039,500 shares or 
27.7% of the issued capital. 


WESTFIELD MINERALS LIMITED 
(Northgate Interest — Direct 
44.7%) 


Westfield is an exploration and 
investment holding company 
whose principal assets include 
substantial minority shareholdings 
in Northgate Exploration Limited, 
Vestgron Mines Limited, and Whim 
Creek Consolidated N. L. 
Reference is made to the 
appended corporate profiles for 
Current information regarding 
Vestgron Mines Limited and Whim 
Creek Consolidated. 


Mineral Exploration 

Throughout most of 1978, the 
Company’s exploration activities 
were concentrated in 
Newfoundland. Initially, this 
consisted of reconnaissance 
exploration for uranium on some 
260,000 acres optioned from the 
Reid Newfoundland Corporation. 
Work was accelerated during 
October following the discovery of 
uranium-mineralized float material 
in sandstone fragments obtained 
from three pits sunk along the 
banks of Wigwam Creek near the 
junction with the Upper Humber 
River near Deer Lake. 


Following the discovery of this 
float material containing very 
encouraging uranium values, the 
Company staked a total of 941 
claims covering approximately 
37,500 acres and also optioned an 
additional three Reid Lots totalling 
a further 30,000 acres, contiguous 
or near the area of the discoveries. 


Subsequently an initial trench, 
some 50 feet long, four feet wide 
and seven feet deep, was 
excavated parallel to and about 15 
feet distant from two of the three 
pits sunk along the banks of the 
creek in which the uranium- 
bearing sandstone fragments and 
boulders were uncovered. Fifteen 
large grab samples of weakly to 


highly radioactive sandstone, 
which were selected while being 
excavated from the weathered 
bedrock during digging the trench, 
were assayed. The four best 
samples assayed returned 0.8 lIb., 
5.8 lbs., 13.8 Ibs., and 25.6 Ibs. 
U3O0g per ton. 


In addition to the hand- 
excavated trench, four additional 
trenches were dug to a depth of 6 
to 7 feet with a back-hoe mounted 
on a bulldozer. In three of the four 
trenches, zones of high 
radioactivity were located 
associated with iron-stained 
sandstones. In trench No. 5, 
moderate radioactivity was 
recorded over a trench length of 
about 25 feet and within this length 
there were two zones of high 
radioactivity. 


A limited program of test 
diamond drilling, consisting of a 
series of shallow holes was put 
down in the vicinity of the trenches 
as well as a few holes drilled down 
dip of the known showings. 
Although this test drilling did not 
intersect significant 
mineralization, a ‘down-the-hole’ 
radiometric probe instrument 
survey did indicate down dip 
continuity of radioactivity. It was 
concluded that in the absence of 
definitive ground instrument survey 
or other work to assist in spotting 
additional drill holes, a program of 
geochemical sampling of the 
bedrock would be undertaken for 
further target development. 


During late January through to 
the end of February a program of 
line cutting was carried out to 
establish an initial 100 meter by 25 
meter grid to cover the general 
area of interest. Geochemical 
sampling of bedrock within the grid 
area using a cobra drill has now 
commenced. Follow-up deeper 
core drilling is scheduled on the 
completion of the bed rock 
sampling designed to trace the 
known mineralization. 


The bulk of the $600,000 to 
$700,000 budget for the 1979 
mineral exploration has been 
designated for the program at Deer 


Lake. This is quite separate from 
contemplated expenditures in 
connection with the Company’s oil 
and gas ventures in Western 
Canada. 


Oil and Natural Gas Projects 
Approximately $800,000 was 
expended by the Company during 

1978 on the acquisition of an 
approximate 25% interest in the 
Wayne Rosedale ‘B’ Pool plus the 
drilling of four wells under a 
farmout agreement with Cairn 
Petroleums Ltd. in which the 
Company has a 25.1% interest. 


The land has 14 wells in the 
Wayne Rosedale Basal Quartz ‘B’ 
Pool and one well on 160 acres in 
the Basal Quartz ‘E’ Pool. The 25% 
working interest involves 3,048 
acres plus a 17.5% working interest 
in 480 acres. One section has yet 
to be earned, however, the earning 
well is planned for the immediate 
future. 


The Wayne Rosedale Basal 
Quartz ‘B’ Pool is located about 50 
miles northeast of Calgary, 
Alberta, and was discovered in 
1954, producing from an average 
depth of approximately 4,590 feet. 
The northern portion is Currently 
being water-flooded to improve 
recovery. In the first year of 
operation (1979) production of the 
field may not exceed 245 barrels 
per day, however, the production 
in 1980 is presently estimated at 
350 barrels per day. Total 
production from the ‘B’ Pool 
during January, 1979 was 
approximately 6,717 barrels. 


Of the four recently drilled wells, 
only two have significant 
production data. In January, 1979 
wells 6-15 and 2-15 produced at 
rates of up to 108 barrels and 49 
barrels per day during testing. 
Recent drilling in the area has 
extended the pool to the south and 
as the pool’s southern limits are 
still undefined, a drilling program 
has been planned to fully delineate 
the reservoir. This program is 
currently being implemented. Infill 
drilling of the proved locations is 
also planned for 1979. 


The calculated remaining total 
reserves of the Wayne Rosedale 
Basal Quartz ‘B’ Pool at March 1, 
1979 are estimated at 6,455,000 
barrels while the calculated 
remaining total reserves for the ‘E’ 
Pool are estimated at 260,000 
barrels. 


The Company also has a 7.5% 
working interest on a 2,240-acre 
tract in the Slave Point area, 
Northeastern British Columbia. 


Investments 

Westfield’s principal 
investments consist of the 
following: 


Northgate Exploration Limited 
— 936,619 shares, direct interest 
13.6% 


Vestgron Mines Limited — 
414,500 shares, direct interest 
9.8%, indirect 0.7%* 


Whim Creek Consolidated N. L. 
— 2,500,000 shares, direct interest 
22.5%, indirect 4.3%* 


*I|ndirect interest derives from 13.6% 
interest in Northgate. 


The approximate combined 
market value of these principal 
investments as at December 31, 
1978 was $11.8 million compared 
with $9.7 million in 1977. Current 
approximate market value (March 
15, 1979) is $13.1 million. 


Financial 

Westfield’s mineral exploration 
expenditures during 1978 
amounted to $292,618 compared 
with $304,098 in 1977. Costs of 
interests in oil and gas properties 
acquired in 1978 totalled $870,168; 
there was no similar expenditure in 
the previous year. 


Consolidated net loss for the 
year was $66,931 which compares 
with a loss in 1977 of $451,343 
(restated). Working capital 
deficiency at the 1978 year end 
was $580,558 compared with a 
positive working capital of 
$504,296 in 1977. The principal 
factor in the $1,084,854 decrease 
in working capital during the year 
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was the $870,168 expended in the 
acquisition of interests in oil and 
gas properties. 


At December 31, 1978 
Northgate’s holdings in Westfield 
totalled 2,803,075 shares or 44.7% 
of the issued capital. 


WHIM CREEK CONSOLIDATED 
N.L. 
Northgate Interest — Direct 31.5%) 
— Indirect 10.1%) 
Whim Creek is active in 
exploration, both on its own 
account and in conjunction with 
other companies, principally in the 
West Pilbara region in the vicinity 
of Roebourne, and in the 
Meekatharra and Eastern 
Goldfields areas, Western 
Australia. Activities in 1978 were 
mainly directed toward the 
continuing test work for 
metallurgical and engineering 
design purposes in connection 
with planned operation by mining 
and heap leaching of Meekatharra 
gold properties. In addition, the 
metallurgical and engineering 
studies relating to the concept of 
leaching operations based on the 
Whim Creek-Mons Cupri oxide 
copper deposits, were completed 
early in the year. 


Other planned activities of Whim 
Creek during 1979 include 
diamond exploration on property 
interests in the Kimberley region; 
additional exploration 
(geophysical surveying and 
drilling) on the Sholl copper-nickel 
properties; and the continuation of 
drilling and metallurgical 
investigations on the optioned 
Burtville and Morgans Gold Mines’ 
properties in the Eastern 
Goldfields region. 


Gold Properties — Meekatharra 
Area 


The Meekatharra gold 
properties totalling some 74 gold 
mining leases and other mineral 
claims, are the subject of the 
Meekatharra-Murchison joint 
venture agreements in which 


Whim Creek is entitled to earn up 
to approximate interests of 50%. 
The concept of the Meekatharra 
project involves the mining and 
treatment of easily accessible 
oxidized gold mineralized material 
outlined by drilling in the vicinity of 
narrow higher grade lodes mainly 
worked some 50 years ago, when 
gold prices were around $20 per 
ounce. 


Whim Creek plans to commence 
operations by mining and heap 
leaching at one of these 
properties, the Haveluck deposit, 
where earlier rotary reverse 
circulation and percussion drilling 
has shown possible reserves of 
1,246,000 metric tons grading 1.95 
grams per ton (0.06 0z/ton). The 
possible reserves for the other 
properties comprising the 
Meekatharra-Murchison joint 
venture agreements are 1,300,000 
metric tons at 3.9 grams per ton 
(0.13 oz/ton). Reserves in tailings 
areas provide an additional 
440,000 metric tons at 2.0 grams 
(0.064 0z/ton). 


These reserves generally occur 
within 50 meters (about 160 feet) of 
the surface and the deposits would 
be amenable for mining by open pit 
methods with an acceptable waste 
to ore ratio. 


Capital cost estimates for the 
contemplated operation at the 
Haveluck deposit based ona 
preliminary feasibility study by 
consultants, which is inclusive of 
operating costs for the initial three 
month period of mining, is 
Aust.$1.5 million. The funding of 
this project will require additional 
financing. 


Whim Creek-Mons Cupri Deposits 
The Whim Creek deposit is 
owned outright by the Company 
and agreement has been reached 
with Texasgulf Australia to acquire 
rights to the Mons Cupri oxide 
deposit. Combined reserves of the 
two deposits (proved and possible) 
are 3,360,000 metric tons of 1.4% 
copper (46,700 metric tons of 
contained metal). Both deposits 


could be mined by open pit 
methods at acceptable waste/ore 
ratios. There is sufficient 
extractable copper to provide for 
production of some 6,000 metric 
tons per annum of copper 
cathodes over a period of about six 
years. 


It is proposed to re-examine the 
capital cost estimates for the Whim 
Creek-Mons Cupri deposits in light 
of recent advances in copper 
extraction technology. The strong 
recovery of copper prices to the 
recent peak of around £1,000 per 
metric ton on the London Metal 
Exchange enhances the prospects 
of economic viability of this 
project. 


Preliminary bacterial leaching 
tests were carried out on 
representative samples from the 
West Whundo secondary sulphide 
reserves (proved and possible) of 
48,000 metric tons grading 7.4% 
copper. This material, together 
with lower grade ore stockpiled 
from the Whundo property where 
approximately 6,000 metric tons 
grading 24.5% copper were mined 
in 1976, could provide a basis fora 
modest operation at appropriate 
copper prices. 


Mt. Sholl Project 

Considerable exploration 
carried out several years ago, 
generally directed at shallow 
horizons suitable for open pit 
mining, indicated probable 
reserves of about 1.5 million tons 
grading 1.05% copper and 0.8% 
nickel. Additional exploration is 
envisaged during 1979 to test the 
Mt. Sholl properties including 
further drilling for possible reserve 
extensions, confirmation of metal 
values and samples for 
metallurgical testing. At least 12 
targets are known of which seven 
have sulphides recovered from 
earlier shallow percussion drilling. 
The geologic probability is that 
several additional deposits of the 
Mt. Sholl B2 type will be found 
arranged in lenses around the 
contacts of the different intrusives. 


Financing 

An offering of unissued treasury 
shares is being considered, 
possibly by way of a rights offering 
to shareholders in which event it is 
contemplated that the major 
shareholder, Northgate 
Exploration Limited, would 
subscribe for its entitlement. The 
purpose of this financing is to fund 
the gold project as well as other 
exploration undertakings which 
have been recommended. 


Financial 


Whim Creek’s expenditures for 
the year, mainly the continuation of 
feasibility and metallurgical 
studies, amounted to 
approximately Aust.$408,694. 
Working capital at December 31, 
1978 was Aust.$721,678 
compared with Aust.$1,104,708 at 
the 1977 year end. 


At December 31, 1978 
Northgate’s direct holdings in 
Whim Creek totalled 3,500,000 
shares and its combined direct and 
indirect holdings were 4,617,500 
shares. 


TARA EXPLORATION AND 
DEVELOPMENT COMPANY 
LIMITED 

(Northgate Interest — 

Direct 9.97%) 

Concentrate production at the 
Navan Mine, Ireland, 75% owned by 
Tara Exploration and Development 
Company Limited (which in turn is 
41% owned by Noranda Mines 
Limited) amounted to 308,300 
metric tons containing 146,000 
metric tons of zinc and 28,700 tons 
of lead. The 1978 production of 
concentrates came from the 
treatment of 1,522,400 metric tons 
of ore grading 10.69% zinc and 
2.27% lead. 


While progress was made during 
1978 in increasing production, the 
designed rate was not reached 
because of delays due to 
modifications in mining plans and 
a five-week industrial dispute 
involving concentrator personnel 
during the third quarter. 


Concentrator performance was 
satisfactory and recoveries 
improved, particularly for lead, 
over 1977 performance. Programs 
undertaken for training, safety and 
maintenance were increasingly 
effective. 


During 1979 it is expected that 
the Navan Mine will reach its 
planned rate of production of 
concentrates totalling some 
470,000 metric tons annually. This 
will likely be attained in the fourth 
quarter of the year. 


Preliminary unaudited financial 
results show that net revenue from 
1978 concentrate sales totalled 
$49,394,000 with a net loss for the 
year of $10,696,000 equal to $1.66 
per share including an 
extraordinary gain on the sale of 
investments, less income taxes, of 
$461,000 equal to 7¢ per share. 


VESTGRON MINES LIMITED 
(Northgate Interest — Direct 5.2%) 
Indirect 4.4%) 


Ina preliminary unaudited 
statement, Vestgron Mines Limited 
(62.5% owned by Cominco Ltd.) 
reported net earnings of $3.7 
million or $0.86 per share against 
$5.7 million or $1.35 per share in 
1977. Earnings are obtained from 
the mining operations at the Black 
Angel Mine of the Company’s 
wholly-owned Danish subsidiary, 
Greenex A/S, West Greenland. 


Sales of concentrates were 
$45.9 million compared with $42.8 
million in 1977. Zinc concentrates 
sold in 1978 amounted to 120,735 
metric tons compared to 137,941 
metric tons in 1977. Lead 
concentrate sales were 44,884 
metric tons against 44,953 metric 
tons in 1977. The Company noted 
that earnings before depreciation, 
depletion and taxes ($11.1 million) 
were higher than in the prior year 
($10.7 million) but the net was 
lower because the Danish 
subsidiary, Greenex A/S, was 
subject to taxes under the 


concession agreement for the full 
year and depletion was higher as 
the Cover Zone area of the mine 
was in production for the entire 
year. 


The Company also noted that 
during the last few months of 1978 
prices for lead and zinc 
strengthened and had a beneficial 
effect on the fourth quarter 
earnings ($3.4 million or $0.80 per 
share) and since the year end both 
demand and prices for 
concentrates have continued to 
strengthen. Concentrate 
production figures were not 
provided nor were the year end ore 
reserves. However, it is noted that 
in the first six months of 1978 an 
active underground exploration 
program in the Black Angel Zone 
located 400,000 metric tons of ore 
grading 17% zinc and 7% lead. 

At December 31, 1978 
Northgate’s direct holdings in 
Vestgron totalled 220,000 shares 
and its combined direct and 
indirect holdings were 405,282 
shares. 


ie 
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Northgate Exploration Limited 


(Incorporated under the laws of Ontario) 


Consolidated Balance Sheet as at December 31, 1978 and 1977 


Expressed in Canadian dollars 


ASSETS 


Current Assets 

Gashiincluding’short term securities, deposits:amd acened)imteneSti areca rec ceaai tes cer ease tea ee te ser el eee neers ete ten ee seer fe ete eee eee ee 
Smelter'settlements outstanding at-estimated! net realizable) Val Cite ceeeesceeree tre eeee eee re eeeee ee ee teee eee age ee eee eee 
Goncentrates and metal’ on: handi(noteN(C)) aac: crcenes cores ce setae ceteuonoeecssemeracen ae arte net seete see nee een ee a Ce Beara oe 
SUpPpPlieS At COST .ccicscctey Eves ndencrecdidac gactaasheianb ue eel aauls deal aisle de esieanedoabern ct se tbo ethers a ei er od Sk Cn TREES cnc RETRO 
Accounts receivable and prepaid Expenses cicr.cianscsecescaa-etannessaacebeny sdedon te dee selene cseenivedics eee ae creat eee ere see RTE ates Cota er meee eto ee eee 


Investments in Associated and Other Companies 

Shares of associated’ Companies (MOte 2) sraccivaicornestessceetagensepactwest quate morn emecoa Humemeei aes eecchice: eee aae eee eee ORT eee REE ee 
Marketable securities (quoted market value, 1978, $10,554,000, 1977, $11,637,000) (Note 3) ....... cc ceeeeeeceeceeetenteeeeeseeteeeeeenaaeeeees 
Other‘shares andiadvances-at'cost less amounts; written ios ace seeace sca rere oe esi mcle teeeseiee cera ie ee ei ne ae era ere ae ee 


Fixed Assets 

Buildings; machinery and:equipment:at COSt i. cscciiee.ce cs cenadener eae cease cee ee monet eaermre ecette teste eta ok cera e et en ee i eee ae ee 
Land in Ireland at COSE ecsei5 wn adneses Paes sesnailaes dence ear tone werden nee ae dpmnt anemone eee meee RRA tse TSE cao eRe Re Sr 
Mining claims in Canada at mominal Val UC i..0.4..cccsceaescemnes evade ages ceetireenwe anaes cue eernieies cence © setettee ee Mee Cee Se eee a eee 


Less accumulated Gepreciationy’ vcssccsceesak saqescee umncroactaeseacninanciaan oar eene ere alin ntnee ate utes sete Sats eT aI ARE TR aR ae ee IR ener Sn 


Other Assets and Deferred Charges 

Developmentexpenditures at’cost; lesS:'amoOmrtiZattOmics sce cece scones ccten scenes seeees eee ect ck snes seen) sceeee tere heise eeeeee econ cence eee eee eee 
Interest in-oil aNd GaS:ProPeErtieS ss sescccdssc. ezamseeeen es wclanem mere cele e ewe sein eee od RSE Seo OEE aoe Ee 
Other deferred: Charges 22. .03.525..0shes<enccn stb idovbbasnqtend gates pedccem uno ne saint emeir cae ree eee eae eto eee ee ners Oo 


LIABILITIES 


Current Liabilities 
Bank @dVanCe wiccssenewtorcebnedsias sine tine etanienmnnansdws sneeeecumtaclacae wate arien sem ce Mets a saw HRiomyae pean Sin SRUEt ras cia D tele meet SE Secreta ee ere ee ee 
Accounts payableand accrued liabilities oo sivenrieeecandecennsc ne os osuteeeu pane aire beatae see SEG SER a REE Se ERS SUE ne 
Government royalty Payable ss. .ciccusdecssesusanesteirdsn aie sued accu nsatoatick ana teed tmlalaicra deceameeien tr ot acca Lotte eee ee Fic iieathckio Pos are eee 
Income taxes payable 


Future and Deferred Income Taxes (MOte:4) -sesaasctik chess raic iets Sasso heaton dete sD ONE Ec en en tint a cece neuer et eae 


Shareholders’ Equity 
Capital Stock (note 5) 

Authorized — 10,000,000 shares at par value of $1 each 

Issued —. 6,891,699 Shares i siccecce Rei lene eae A eae Fos icoata aa ee Sn Oe ae ER are a 
Contributed Surplus sscrccacseaccdeasuse chess saacaatesaseen da wecha sei detect ee QeaissaGae tenor erate raecaatiactmacl tee ais incite tet ae eI a ERE ie ee tee he rs 
Retained EBarmings sicasisidicciivissvossosaetasas cicesetes ccnsatsenseaceettociee sive gett ce umtinaes rt ae Mmee neler le ice MOR eae aoe oR RE et 


Approved by the Board 


P. J. HUGHES, Director S. P. BOLAND, Director 


Commitments (note 8) 


eras} 


USE 


SE 


Be hea 2s 2 $28,812,000 $30,267,000 

Re ees ch 114,000 846,000 

Pee Pee Iai as 4,971,000 2,139,000 

"Ses EM SER 617,000 628,000 

5 See eae ere 810,000 640,000 

35,324,000 34,520,000 

PR ae cigark 6,162,000 5,121,000 

Meee tt ing 12,934,000 12,969,000 

oe 37,000 

19,096 000 18,127,000 

Ga es eee eee 17,956,000 15,455,000 

PP ccisie the 603,000 661,000 

bc EE 1,000 1,000 

18,560,000 16,117,000 

cahat Baw ee eee aR 14,539,000 13,272,000 

4,021,000 2,845,000 

Petes aeies 431,000 600,000 
POI tO, 217,000 

ERR eee 28,000 

648,000 628,000 

$59,089,000 $56,120,000 

1978 1977 

bby Sie Ae $ 2,665,000 $ 398,000 

PRN Reh hs 4,246,000 4,068,000 

so RRSP ERS 781,000 522,000 

nual 2 aI 2,016,000 1,315,000 

9,708,000 6,303,000 

Mes eer, cs 733,000 1,627,000 

Re eee 6,892,000 6,892,000 

Ue Ne Snr 6,849,000 6,849,000 

CARRS Aiea 34,907,000 34,449,000 

48,648,000 48,190,000 

$59,089,000 $56,120,000 


Auditors’ Report 


To the Shareholders of 
Northgate Exploration Limited 


We have examined the consolidated 
balance sheet of Northgate Exploration 
Limited as at December 31, 1978 and 1977 
and the consolidated statements of 
income, retained earnings and changes in 
financial position for the years then ended. 
Our examination was made in accordance 
with generally accepted auditing 
standards, and accordingly included such 
tests and other procedures as we 
considered necessary in the 
circumstances. 


In our opinion, these consolidated 
financial statements present fairly the 
financial position of the company as at 
December 31, 1978 and 1977 and the 
results of its operations and the changes in 
its financial position for the years then 
ended in accordance with generally 
accepted accounting principles applied on 
a consistent basis. 


Chartered Accountants 


Toronto, Canada 
February 13, 1979 
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Northgate Exploration Limited 


Consolidated Statement of Income 


YEARS ENDED DECEMBER 31, 1978 and 1977 
Expressed in Canadian dollars 


Revenue 


Metals sccd ces ceesac chee ee are erence eee 


Operating expenses 


Operating expenses other than items set out below 


Administrative and general ExPeNnsess ...............ccececseseeceeeeeeeneeeenes 
Government: royalty eager ete sce eee ee 
Depreciation ncaa See a ees ee eee 
Amortization of development expenditures. ..................ccceeceeeeee eee 
Operating income: ClOSS) wet ssa re aeerce ete eo ey tence er 
Ex IOP ath hese etc eee sae tee tee eee eect 
Share of losses of associated companies (note 2) ............ccccecceeeeeeee ee 
Interest, dividends: and=sundry,InCOme ma, nama ee eons ee ree ee 
Exchange gainsi(loSSeS) 2). Sse esta ee ee cn cee 
Income (loss) before income taxes and extraordinary item ................ 
Income: taxes (TECOVETY)(NOte: 4 ) hrs.ce erect eet ae ence ee ae eee 
Income (loss) before extraordinary iteM ................ccccccceeeccecccseereneannees 
Reduction of income taxes resulting from the application of amounts 
expensediin Orioryears Ac. .srestssstec oe eree cen onan a ee 
Net. income’ (lOSS)) Fale hsccc ci saccre sree one ae etek 
Earnings (loss) per share before extraordinary item ................... 


Earnings (loss) per share after extraordinary item 


1978 
$13,651,000 
4,645,000 
9,006,000 


6,742,000 
1,243,000 
189,000 
1,329,000 
169,000 


9,672,000 
(666,000) 
1,887,000 
(2,553,000) 
(4,000) 
2,736,000 
(23,000) 
156,000 
(302,000) 
458,000 


$ 458,000 


$0.07 
$0.07 


TOG 


$22,565,000 
8,657,000 


13,908,000 


9,115,000 
1,545,000 
247,000 
1,599,000 
754,000 


13,260,000 


648,000 


2,371,000 


(1,723,000) 

(634,000) 
2,102,000 
30,000 


(225,000) 
543,000 


(768,000) 


178,000 


$ (590,000) 


$(0.11) 
$(0.085) 


Consolidated Statement 
of Retained Earnings 


YEARS ENDED DECEMBER 31, 1978 and 1977 
Expressed in Canadian dollars 


1978 1977 

Balance at beginning of year 

As previously FEDOMGC Peart t nance: cam cate ice ete ee Rae eee ec $32,598,000 $35,038,000 

Adjustment of prior years’ income taxes (note 7) .........cccceeeereeeee 15859,000 1,851,000 

As KESTALOC A cd an te ten seek sega es chee aman een ree arated aan 34,449,000 36,889,000 
Net WAC OMIES(1OSS Jia egret Doe one nek okey sen ee Ree RO rege eee 458,000 (590,000) 
pividendipaidh(U-Se25Csper share) eee eee en ee (1,850,000) 
Balance-atrend: of yealitee teeny ee ee en ee ee eee ee $34,907,000 $34,449,000 
Consolidated Statement of Changes 
in Financial Position 
YEARS ENDED DECEMBER 31, 1978 and 1977 
Expressed in Canadian dollars 

1978 1977 

Working capital derived from 

OnerationS es... decduss NONE EAL eon SHS ASB MERE Gn EE SREY al Id sb BPRS Com rot $ 884,000 $ 1,476,000 

PLOCCCUS ON CISPOSadl OMSECUTITICS ae ee aren eee eee ee 269,000 

DIS POSalsOliXed ASSCtS mice ston, eaneetene eee ee ee Serene yee Meera 85,000 39,000 

1,238,000 1,515,000 

Working capital applied to 

Purchase of shares in associated Companies ................:::0eeeee 1,032,000 458,000 

AOCIMONSMO TX taSSStS i.e eaten cet ee eel ee amet nectar 2,590,000 243,000 

Interest in oil’and gas properties acquired ....0 ae. 217,000 

PREVI OTIC merit se tie APRA eee Vee SR aes oid fe, gan ren ck ee meee ee 1,850,000 

PurchasesofeSeCuUritioSsenai gence eee ee eer ec ee ne 37,000 

3,839,000 2,588,000 

Decrease in working Capital 2i...0..005. 0c ccisncnseteas sscecaraedeusedeeceneateaneinees 2,601,000 1,073,000 
Working capital at beginning of year 

ASIDOLeViOUS|Y FEPOlled fay crete teascenueenn eeuangheroteaneret reenter 26,366,000 27,439,000 

Adjustment of prior years’ income taxes (note 7) ............-c 1,851,000 1,851,000 

NETS STATE Ch tetera tara thee Reta tana te ueee area tReet eee cer een 28,217,000 29,290,000 
Working capital at end of year ............ cece teeter eter etree $25,616,000 $28,217,000 
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Northgate Exploration Limited 


(Incorporated under the laws of Ontario) 


Notes to Consolidated Financial Statements 


YEARS ENDED DECEMBER 31, 1978 and 1977 
Expressed in Canadian dollars 


1. Summary of Significant Accounting Policies 


(a) 


(b) 


(c) 


Principles of consolidation 


(i) The consolidated financial statements 
include the accounts of all subsidiary 
companies, the most significant of which is 
Irish Base Metals Limited. 


(ii) The Company accounts for its investment in 
associated companies on the equity basis. 
Under the equity basis, the Company’s 
equity in the net earnings or losses of 
associated companies is reflected in the 
consolidated statement of income and an 
adjustment is made to the value at which the 
investment is carried in the consolidated 
balance sheet (note 2). 


Currency translation 


Currency balances other than those in 
Canadian dollars are translated as follows: 


(i) Fixed assets and deferred charges 
(together with the related depreciation, 
amortization and deferred income taxes), 
inventories stated at cost and investments, 
at historical rates. 


(ii) All other assets and liabilities, at year end 
rates. 

(iii) Revenue and expense transactions other 
than depreciation and amortization, at the 
average rate of exchange prevailing during 
the year. 


Concentrates and metal on hand 


Concentrates and metal on hand are valued as 
follows: 


1978 WE 


Concentrates and metal on 
hand other than copper 
concentrates, at 
estimated net realizable 
Vial Cr cee eee ree eee ee 

Copper concentrates at the 
lower of cost and 
estimated net realizable 
Valli ie, sree a 


$4,740,000 $2,019,000 


231,000 120,000 
$4,971,000 $2,139,000 


2. Associated Companies 


The investment in shares of associated companies is 


carried on the equity basis: 

Mineral exploration companies: 
WestticldaMineralSsEiniitec iessss-catesetnc sere eee 
Whim Creek Consolidated N.L. ........0..... 
Anglo United Development Corporation Limited 

Other company: 

Aha WAAC TA Coxe (WS CMMI) csccc anoocatoancoeeenaaenhannre 


(d) 


(e) 


(f) 


(g) 


% of shares 
outstanding 


45% 
32% 
28% 


29% 


Marketable securities 


The Company’s investments in marketable 
securities are carried at cost less a provision for 
any permanent decline in value. 


Depreciation and amortization 


Depreciation of fixed assets has been recorded 
at various rates so as to charge the cost to 
income over the shorter of the expected useful 
lives of the assets or the life of the estimated ore 
reserves. 


Development expenditures are being amortized 
over the estimated life of the mine. 


Exploration 


The Company and consolidated subsidiaries 
charge exploration expenditures to income in 
the period in which incurred. Exploration and 
certain administrative expenditures of non- 
producing associated mining companies are 
deferred as set out in note 2. 


Interest in oil and gas properties 


The Company’s interest in oil and gas properties 
is carried at cost, including lease acquisition 
costs, and related exploration and development 
expenditures. Costs relating to each separate 
project are capitalized. Depletion is to be 
provided on producing properties on the unit of 
production method. Costs will be written down 
where there has been an impairment in value of 
a project. 


1978 1977 
Carrying % of shares Carrying 
Value outstanding Value 
$2,895,000 45% $2,901,000 
742,000 32% 751,000 
2,028,000 24% 1,011,000 
497,000 29% 458,000 
$6,162,000 $5,121,000 


The Company’s equity in the underlying net tangible 
assets of associated companies is reconciled to the 
carrying value of the investment on the equity basis, 
as follows: 
1978 1977 

Equity in underlying net tangible 

ASSCISH eater carina $2,298,000 $2,442,000 
Equity in underlying deferred 

exploration and administrative 

CXMSNCIUEC Sameera renee 1,335,000 1,114,000 
Excess of cost of investment 

over underlying net book 

values at dates of acquisition 

— attributable to mineral 


InfereStSipeecee ae ns ee 2,529,000 1,565,000 
Carrying value on the equity 
DaSiSame meee ee ere $6,162,000 $5,121,000 


The Company’s share of losses of associated 
companies since acquisition is $1,829,000 
($1,825,000 at December 31, 1977). 


Exploration and certain administrative expenditures 
of associated companies in the mineral exploration 
business are deferred with the intention that they will 
be amortized by charges against income from future 
mining operations or written off at the time a project 
is abandoned. The recovery of these costs from 
operations is dependent, therefore, upon the 
discovery of sufficient ore and the development of 
economic mining operations by the associated 
companies. The Company will amortize, by charges 
against its interest in the income of such mining 
operations, the excess of cost of investment over 
underlying net book value at dates of acquisition. 


The quoted market value of the shares in associated 
companies amounted to $23,814,000 at December 
31, 1978 and $6,503,000 at December 31, 1977. 
However, because of the number of shares held, the 
quoted market value is not necessarily indicative of 
their realizable value. 


. Marketable Securities 
Marketable securities include the following which 
are carried at cost: 


Number Cost 
of shares 1978 1977 


Tara Exploration 
and Development 
Company Limited 
(9.9% interest) 
(quoted market 
value 1978 — 
$7,886,000; 1977 
— $9,172,000) .... 643,741 $ 9,410,000 $ 9,410,000 

Vestgron Mines 
Limited (5.2% 
interest) (quoted 
market value 
1978 — 
$2,475,000; 1977 


— $2,255,000) ...._ 220,000 3,300,000 3,300,000 


$12,710,000 $12,710,000 


The quoted market value of these holdings is not 
necessarily indicative of their realizable value 
because of the number of shares held. 


. Income Taxes 


The provision for income taxes comprises the 
following: 


1978 1977 
Current and future (recovery) ... $ (220,000) $1,255,000 
Deferred reduction. .................... (82,000) (712,000) 


$ (302,000) $ 543,000 


The income tax expense differs from the amount 
which would result from applying the statutory 
Canadian income tax rate to the 1978 income of 
$156,000 before income taxes, and the 1977 loss of 
$225,000 before income taxes and extraordinary 
item, for the following reasons: 


1978 SIT 


Tax based on statutory 

Canadian income tax rate of 

AO eG Oiie== 4896) ee ereeieeenese $ 76,000 $ (108,000) 
Non-deductible items 

Share of losses of associated 


COMPAMIGS wseececceeeatetecnee eee 2,000 304,000 
Foreign exploration 
EX DEMCILUnSrerceeresaeecrce tee 7,000 117,000 
Non-taxable gain on sale of 
IVESUM CONUS eee ereetcoeees: mentees (249,000) 


Non-taxable exchange gains of a 

Capital mature eecenerceecseee 
Foreign income subject to 

foreign income tax and not 

subject to Canadian tax ......... (68,000) (163,000) 
Tax effect of foreign currency 

translation including the effect 

of translating depreciation 

and amortization relating to 

foreign operations at 

historical rates and other 

income and expense items at 


(199,000) 


the average rate for the year . 125,000 393,000 
SLUT Re | ALAS) sha caarsauscoossasonneceeseboeneace 4,000 
Income taxes (recovery) ............ $ (302,000) $ 543,000 


The future and deferred income tax balance 
comprises the following: 
1978 1977 


Income taxes payable in the first 

quarter of 1980 (1977 — first 

OLUFVAeI? LP SWAY S5.ccancsacuanssase $ 188,000 $1,000,000 
Income taxes deferred because 

of timing differences in the 

recognition of certain income 

and expense items for tax and 

financial statement purposes 545,000 627,000 


$ 733,000 $1,627,000 
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Northgate Exploration Limited 


(Incorporated under the laws of Ontario) 


5. Capital Stock 


Stock option plan 


Pursuant to the Officers’ and Employees’ Stock 
Option Plan, options may be granted until June 
3, 1979 on up to 25,600 shares of the Company’s 
capital stock at prices not less than 90% of the 
closing price for the Company’s shares on the 
Toronto Stock Exchange on the dates the 
options are granted. 


Options were granted during 1978 and are 
outstanding at December 31, 1978 on 164,500 
shares at $5.62 per share, exercisable 32,900 
shares annually to October 31, 1983. 


6. Guarantees 


The Company has guaranteed the principal amount 
of U.S. $2,400,000, together with the interest 
thereon, being part of an overrun facility in the 
principal amount of U.S. $15,000,000 provided in 
connection with the senior financing arrangements 
of Tara Exploration and Development Company 
Limited’s subsidiary, Tara Mines Limited. 


. Adjustment of Prior Years’ Income Taxes 


As a result of the agreement of income tax 
assessments in respect of years prior to 1977, the 
balance of retained earnings at December 31, 1977 
and December 31, 1976 previously reported as 
$32,598,000 and $35,038,000 respectively have 
been restated to include a retroactive credit of 
$1,851,000, representing the cumulative amount by 
which the liability for income taxes had been 
overstated. 


. Commitments 


(a) Oil and gas properties 


The Company is participating in a five year 
programme for the exploration and development 
of oil and gas involving expenditures of up to 
$3,000,000 per annum, $1,000,000 on explora- 
tion and $2,000,000 on development. Under cer- 
tain circumstances, the Company has the right to 
terminate this commitment. 


(b) Other 


The Company and its subsidiary, Irish Base 
Metals Limited, are committed to capital 
expenditures in the amount of $650,000. 


a 


10. 


Selected Quarterly Financial Data (Unaudited) 


Listed below are financial data for each quarter in 
the year ended December 31, 1978 (in $’000s except 
for per share data): 


Three Months Ended 


March 31, June30, September December 
1978 1978 30, 1978 31, 1978 
Net revenue 
— metals ... $2,423 $3,824 $ 417 $2,342 
Operating 
income 
(lOSS)ieeeees $(1,105) $ 492 $G,028)) +3." 975 
Net income 
(lOSS)\aeaaeee $ 356 $ 209 $ (870) $ 763 
Earnings (loss) 
per shares. 55) 0.055 9d | O03N eSa(On2) eS O8ld 


Because of the suspension of concentrate 
shipments during the third and fourth quarters as a 
result of a labour dispute, no recognition was given 
in the third quarter to the possible effect of improved 
metal prices during that quarter on the value of 
concentrates on hand at the end of the quarter. The 
labour dispute was settled at the end of the fourth 
quarter and as a result net income for the fourth 
quarter includes a credit of $742,000 in respect of 
the improvement in metal prices during the third 
quarter. 


Listed below are financial data for each quarter in 
the year ended December 31, 1977 (in $'000s except 
per share data): 

Three Months Ended 


March 31, June30, September December 
1977 1977 30, 1977 Sila Odie 
Net revenue 
— metals .... $5,026 $3,194 $3,366 §$ 2,322 
Operating 
income 
(lOSS) seen Sel Silom 43° o) 79) ol. 029) 
Net income 
(loss) see pe SOSe Ep (Col) me D (OO) DaCOGO) 
Earnings (loss) 
per share... $0125 $(0.035) $ (0.05) $(0.125) 


Net income (loss) for the first and second quarters 
include extraordinary credits of $103,000 and 
$75,000 respectively. 


Other Statutory Information 


Remuneration of the Company’s directors and 
senior officers (as defined by The Business 
Corporations Act of Ontario) amounted to $464,000 
for 1978 and $469,000 for 1977. 


Summary of 1978 Financial Results by Quarters (unauditea) 


(expressed in thousands of Canadian dollars) 


Revenue 


Gross selling value of metal and metal concentrates 
Deduct shipping, smelting and marketing expenses 


Operating Expenses 
Operating and administrative costs (including 
ROV AILY)) eres eerecnee cna mena nu akan eee de thang 


Operating income (loss) before the undernoted ...... 
Depreciationand amontization mesa ee 


©peratingimcomel(OSS) eae eee ee 
Exploratio nen meter ss-s eter naka ah at ot ene 


Non-operating revenues 
Equity in income (loss) of associated companies 
Interest, dividends and sundry income ............... 
Exchangergalnsi(lOSSES) peseeeeeaaceee eens eee 
Income (loss) before income taxes ..............ccseeeeeeeeee 
Incomeltaxes (reECOVEl\ mate eee eee 


Netincomes(lOSS) easement ewer sterner cece erenemene orm ase 


Three Months Ended Total 

March 31 June 30 Sept. 30 Dec. 31 1978 
$ 4,642 $ 6041 $ 426 $ 2,542 $13,651 
2,219 DPV 9 200 4,645 
2,423 3,824 417 2,342 9,006 
3,116 2,883 1133 1,042 8,174 
(693) 941 (716) 1,300 832 
412 449 Siz 325 1,498 
(1,105) 492 (1,028) 975 (666) 
287 458 463 679 1,887 
(1,392) 34 (1,491) 296 (2,553) 
-- _ 119 (123) (4) 
695 Sal 714 756 2,736 
878 (210) (596) (95) (23) 

181 395 (1,254) 834 156 
(15) metal SOP eee (284) a reel) 
SOOO soe 209 8 90 (670) > 963° 9S 458 


Note: Because of the suspension of concentrate shipments during the third and fourth quarters of 1978 as a 
result of a labour dispute, no recognition was given in the third quarter to the possible effect of improved metal 
prices during that quarter on the value of concentrates on hand at that time. The labour dispute was settled at 
the end of the fourth quarter and as a result the revenue figures for the fourth quarter reflect the increase in the 
value of the concentrate inventory in respect of the improvement in metal prices during the second half of the 


year. 


Summary of 1977 Financial Results by Quarters (nauditea) 


(expressed in thousands of Canadian dollars) 


Revenue 
Gross selling value of metal and metal concentrates 
Deduct shipping, smelting and marketing expenses 


Operating Expenses 

Operating and administrative costs (including 
ROY Z2\ LAY Vise cessed socaccr ond: ededeartce donantascrn a scon cna enn aaEe 

Operating income before the undernoted................. 

DNRC WOM) ZINC) ZINMOMIPZEWIOMN sosssoucoasnoncoannedsasencasaaues 


@peratingincomel(OSS) eeeeeeesses eet semen eee 
Ex DIOR O Meee eter tetera astie tome ecer der sachet Bite eave STS 


Non-operating revenues: 
Equity in income (loss) of associated companies 
Interest, dividends and sundry income ............... 
Exchangergalnsi(lOSSCS) ieemsessenreoreteertitseeecencene: 


Income (loss) before income taxes .................6:::ceee 
INCOME taxes (TECOVENY) mescrtcesees eeasceseteanecncmasaseaeccoees 


Net income (loss) before extraordinary items .......... 
ExtraondinahvailemS macnn meres tacrcnasmttecneetntersece 


Net income (loss) after extraordinary items ............. 


March 31 


$ 7,633 
2,607 


5,026 


2,611 


2,415 
602 


1,813 
309 


1,504 


(225) 
519 
108 
1,906 
1,146 
760 


Three Months Ended 


June 30 


$ 4,960 
1,766 


3,194 


PIM 


622 
ie 


43 
care 8s 


(671) 


(81) 

527 

(30) 
(255) 
pe | 
(306) 

75 


$ (231) 


Total 

Sept. 30 Dec. 31 1977 
$ 5,606 $ 4,366 $22,565 
2,240 2,044 8,657 
3,366 2,322 13,908 
2,985 2,739 10,907 
381 (417) 3,001 
560 612 2,308 
(179) (1,029) 648 
743 605 Poa 
(922) (1,634) (1,723) 
(174) (154) (634) 
530 526 2ANOZ 

72 (120) 30 
(494) (1,382) (225) 
(108) (546) 543 
(386) (836) (768) 

— — 178 

$ (386) $ (836) $ (590) 


a eT 
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Management’s Analysis of the Summary of 
Financial Results 


Presented below is an analysis of the significant factors contributing to the variations in the summary of 
financial results between the years 1978 and 1977. 


Revenue from metals declined by $4,902,000 (35%) and operating expenses by $2,373,000 (26%) principally due 
to a 54% reduction in concentrate production as a result of the suspension of operations during the second half 
of 1978 because of a labour dispute. 


Administrative and general expenses decreased by $302,000 (20%) mainly because of general cost reductions. 
These cost reductions were partly offset by higher expenditures in the evaluation of new projects. 


The decrease in government royalty of $58,000 (23%) was mainly due to the decline in income chargeable to 
royalty. 


The $270,000 (17%) decline in depreciation was mainly due to certain items of plant and machinery having 
been fully depreciated by the end of 1977. 


The $585,000 (78%) decline in amortization was mainly due to the lower tonnage of ore treated from Zone Il. 


Exploration expenditures declined by $484,000 (20%) due to a lower level of exploration in Ireland and North 
America, less the adverse effect of the decline in the value of the Canadian dollar relative to the Irish pound. 


The $630,000 decline in share of losses of associated companies was principally due to lower write-offs by such 
companies of exploration expenditures incurred in prior periods. 


Interest, dividends and sundry income increased by $634,000 because of higher income from short-term 
investments as a result of higher interest rates and profits from the sale of investments. 


Exchange losses of $23,000 in 1978 mainly comprise translation losses in relation to Irish pound liabilities less 
gains realized on the sale of short-term U.S. dollar investments. Exchange gains of $30,000 in 1977 mainly 
comprised translation gains in relation to U.S. dollar assets less translation losses with respect to Irish pound 
liabilities. 

The $302,000 income tax credit for 1978 compared with the corresponding expense of $543,000 for 1977 is 
mainly due to the loss incurred on mining operations in 1978 compared with a profit in 1977. 


Market Price and Dividend Information 


The following table indicates the high and low closing prices for Northgate Ex- 
ploration Limited shares on The Toronto Stock Exchange (the principal trading mar- 
ket for Northgate shares) for the quarterly periods indicated, as reported by The To- 
ronto Stock Exchange. Also shown are the per share dividend payments made in the 
respective periods. 


High Low Dividend 
BRS ATA Sill Ro) ttre Moen nasty anode, cathe Gh aE ed poe paenieites ane $6.12 $4.30 - 
SECON CAS kee teen eee eee 5) 4.15 _ 
SI MLahige Ieee peer errr tae Crs Raa an ge ce ae be 6.62 4.30 _ 
PRO) O MUA ere re senriaar dan arsnckemarene tant aero taanatesoa tase 4.90 4.10 US$0.25 
HSN Be lal Ro) erty pee Renee sl snr RoRCeC REA EPCs sete CSE eIAaeCE 4.80 3.90 — 
SCCONC: aati, cane oe ere ee eee ea 6.25 a3 5) - 
Tlie exe Ri see etek ere eee eae cr eee ae 6.25 5.25 — 
FOUL eee eee ek hn eee, eee UMD BIS _ 


FIVE YEAR COMPARATI| 


(expressed in thousands of Canadian dollars unless 
i a Se ede Sol 
Revenue — metals and metal concentrates 


Government royalty 
Exploration 


Equity in income (loss) of associated companies .... 
Interest, dividends and profit on sale of investments 
Exchamge:gainS: (lIOSSES) ects ries eee eel 
Provision for decline in value of investments 


Income (loss) before income taxes and extraordinar 
Incomestaxes (feCOVery) sweets aera! 


Income (loss) before extraordinary item ..............0000, 
COMO TaXcCreditim . aa 38,0 aearqueminice nesses areal 
Netiincome (loss) forthe year. eee 
Earnings (loss) per share 
Income (loss) before extraordinary item ................. 
Extra ona magyantennmen ent seckc ree ic cent ee ieee 


Net income (loss) per share for the year ................... 
Dividends Dal dpe les htatemecnssat = seme cereran ne ene 


Number of shares used in computing earnings 
PCTES IN ALO pereeerceenes eee: once. crocs encarta enone ee 


YEAR END FINANCIAL HIGHLIGHTS 
(expressed in thousands of Canadian dollars unless « 


Wor ksngrCa ital teres mecca, car cter ssa cnt sinte ered cere nee 
Investments in affiliated and other companies (net) . 
FIXGCHASSCIST (MEL) cs ote eet ee cec rth mocks ae ue encene meres 
Other assets and deferred Charges ..............cccccsseeeees 
Cash deposited as collateral ............cccccccccccesseeeeeeees 
OtalmaAVeSted (Ca pital memmroaet. ston re sone ns secouemene eesti 
Future and deferred income taxes ................cceeeeeeee 
Sharenoldersmequtyaer terse secon ee tessa ere ee eae 
SaleStOULSTATIC IMC ueaenes recreate eee ceria esa 
Share price high/low (during the year) ..............005 


FIVE YEAR COMPARATIVE SUMMARY 
OF PRODUCTION HIGHLIGHTS 


NLOMSLOR@ aM certs eters Sree eee ee ae ee 
LONSEOLO PK CONCEMtUated) carccccyecnece-eeeneseaaeeeeerecsseeeeces 
Tons ore treated in Concentrator ............cccceeeceeeee neces 


Concentrate Production 
IMEYE Ta) «sa Anis basen Aono MOBS a EROUCCEE a SEE EL ae EE roca ne 


MONS MnEAted ine COMCEMAOMerecescs upedeosseenasdcenenes. nacre 
MONSsOf CONCeNtrates PrOGUCEC Tai cnccctvsmssssshevsescsmuaned 
Tons of roasted concentrates produced ..................44 
Flasksrof MenCury KECOVElCG) iicsss.eccnesassseeednoseien sersacsel 


HONSLOteCONGEMMNAaleS SOG smcecasstreerereseccsesres- scree 
ElASK STO famOnCUnysGOl Ciereeenersetaaniesteapener errr ccnammscrsecesses 


*Certain figures 1974-1977 have been restated. 


SCOPE OF OPERATIONS 


Northgate is a mining, exploration and investment 
holding company. Its base metal mining operations are at 
Tynagh, County Galway, Republic of Ireland. Production 
commenced in late 1965, initially from the open pit reserves 
and subsequently, from 1972 ore extraction began from the 
underground reserves. Since 1974 all ore mined was from 
underground reserves. The principal products of the mine 
are lead and zinc concentrates, some of which contain 
payable quantities of by-product copper and silver. These 
concentrates are shipped to various European smelters. 


Northgate, through various wholly owned Irish subsidiary 
companies, maintains an active exploration program 
thoughout the Republic of Ireland. Northgate is also active 
in exploration in Canada and elsewhere, both on its own 
account and in joint venture with other companies. 


Northgate is also active in oil and gas exploration and 
development throughout North America but primarily in 
Western Canada, through Mission Oil and Gas Limited, a 
newly formed private company headquartered in Calgary, 
Alberta. The latter company also has a U.S. subsidiary, 
Mission Resources, Inc. Northgate’s annual contribution to 
this project is approximately $1 million for exploration and 
up to.$2 million for development, as required. 


Northgate has a number of affiliated companies, 
principally Anglo United Development Corporation Limited 
(28%), Westfield Minerals Limited (45%) and Whim Creek 
Consolidated N.L. (82%), which provide a wide exposure to 
exploration and mining development in other countries, 
including mining operations in West Greenland and 
Australia, and exploration in Ireland, Canada, U.S.A. and 
Australia. In addition to its shareholdings in the foregoing 
principal associated companies, Northgate has substantial 
investment holdings including an approximate 10% interest 
in Tara Exploration and Development Company Limited 
which, through its 75% owned subsidiary, Tara Mines 
Limited, operates the large zinc-lead mine at Navan, 
Republic of Ireland. The Navan Mine achieved commercial 
production at the end of 1977 and when at capacity 
operation will be the largest zinc-lead producer in Europe 
and ranking among the leading zinc-lead mines of the 
world. The $150 million Navan mine project resulted from 
the 1970 discovery under substantially the same 
management as that of Northgate. 


Northgate also holds a combined direct and indirect 
interest of approximately 9.6% in Vestgron Mines Limited 
which, through its subsidiary, Greenex A/S, operates a 
large zinc-lead mine in West Greenland. 


Northgate and its wholly owned subsidiaries have a total 
of more than 400 employees, approximately 90% of whom 
are employed in mining operations and exploration. The 
Company has some 9,000 registered shareholders, mainly 
in Canada and the U.S.A. 


FIVE YEAR COMPARATIVE SUMMARY OF HIGHLIGHTS 


(expressed in thousands of Canadian dollars unless otherwise indicated) 1978 Se 
pc tate ase eo sh tel ee ee a i ee IS 
Revenue — metals and metal concentrates $ 9,006 $13,908 
Operating expenses e.cwcnce ee ee ee eee 7,985 10,660 
Depreciationsandia MO ZaiOnip.cceeenetes eer eee teeter ene 1,498 2,353 
GOVerNMenterOValty pe cecrese ete rene ce ere ence eres et ea tne tem 189 247 
Exploration exec ene ceca ceae ecru eee eo ae eee 1,887 2,901 
Profit-on disposal of fixediassets mesma eee — _ 
i ee ee ee 
poo 15,631 
= eo seats = 
(2,553) (1,723) 
Equity in income (loss) of associated Companies ...............00:cceeeeeees (4) (634) 
Interest, dividends and profit on sale of investments 0.0.0.0... 2,736 2,102 
Exchange gains: (lOSS@S)iteesecn are) or, ene ee eee eee (23) 30 
Provision for decline in value of investments .........0....c.cccccsesseceeeeeeees _ — 
Income (loss) before income taxes and extraordinary item ............... 156 (225) 
Income taxes (reCOvery) act ew ee weer eastern rece ree Onn (302) 543 
Income (loss) before extraordinary item .................006...ccneseeseeesereenroees 458 (768) 
Income tax Credit... 5. hoe Susser aeeey meee ene pes eee eee re _ 178 
Net.income:(Vloss)-fomthe- year meee eee 458 (590) 
Earnings (loss) per share 
Income (loss) before extraordinary iteM ...................ccccceeeeeeseeneereeees $0.07 $(0.11) 
Extraordinary item spscccse.seoea testers ce ace cence ee an ee eee - 0.025 
Net income (loss) per share for the year ................ccccccccceececeeeeeseesennes $0.07 $(0.085) 
Dividends paidvpensharen.cs = sarcwnccese coer ceee anne cae eee - U.S.$0.25 
Number of shares used in computing earnings 
POI -SMANe xcs iecccie tee eee ease hace eee os eee Ee nee eee ene 6,891,699 6,891,699 


YEAR END FINANCIAL HIGHLIGHTS 


(expressed in thousands of Canadian dollars unless otherwise indicated) 1978 1977 
Working Capital rer cc eerese cee cere ce tetera eeret eee meee nman $25,616 $28,217 
Investments in affiliated and other companies (net) ................:::: 19,096 18,127 
FixedsassetS (Get) ots ste sncom ems ae ee one poems com rannen erie ee ene es 4,021 2,845 
Other assets and deferred Charges ............1:cccscccceessccesseceeeerecceeseeeesees 648 628 
Cashidepositedzasscollateralirsc > ere ere eer _ = 
Totalsinvested ‘Capital ovat. ccte ce ee sereas tec ea ats een eee eeoe ens 49,381 49,817 
Future and deferred inCOME taxeS ...........ccccccccseeeeeccctneeceeeeeeeeeeeeeeeeeeee 733 1,627 
Shareholdersicsequity ai. ..tscecceetnncsaseececcetegeessetrer meter setnee serene 48,648 48,190 
Shares ‘outstamading ease ek eae eee caer cut eaeke paee meee asces 6,891,699 6,891,699 
Share price high/low (during the year) ...............ccscssseesscessesceeseeenees $7.75/3.90 $6.62/4.10 


FIVE YEAR COMPARATIVE SUMMARY 


OF PRODUCTION HIGHLIGHTS TYNAGH 
TONS Ore MINE st R eee sea cs asa sereeseeeres 255,079 616,388 
TONS Ore Preconcentrated mise ececceey peste ctene eat enero eres ere ners anette 255,079 616,388 
TOANSHOre treateGsiniCOMNCeMIraAtOlass ees cee cee eae neers 205,194 473,641 : 
Concentrate Production 

LGA si liv dadacacecaaictidaen Cesc cuae ce aie eee aun Ce neta ee aE UE Tare cen eee a cee eanen 11,453 25,053 
VA | a 0 Sanne RRP ere re Perret BEA RATE he ei mtr onridedsoratmnctecacamiaacneaceeconoby 12,569 27,491 
BUI sesso disc ciulssctnue cise tees lence aRe son atatenres ant oe Met tettann een eee Scene ene nanemsoeenes BANS 5,309 
LO] 0) of =| me percent Me tat eset rae creer chen nee anc cegs Sinvrictn. bocbon ceocace er coy 1,16 1,668 
Totals access ee re re een acne erento 27,272 59,501 


GORTDRUM MINE 


Tlons:treatediiniconcenthato terest scans ecte tee ener tere cneeree trees - = 
Tons*of concentrates: PrOGUCCO saeco ress eeceerescaneeseeeedeesemeeeree arse — x 
Tons of roasted concentrates ProdUCed| ir. co.ccree.-ct-vesssnen'tannenstetes eens _ o 
Flasks Of Mercury FTECOVEFEM ..........:..ccerneeseenteeenneeeetneertneneenneecesnenenees — — 
Tons of Concentrates: Soldie cee: eessees eres reer eereeteeeeeetn eames _ = 
Flasks Of merculry SOIC aameesmee cere ceuessentne tates toned eres eeeitce ac: gence sesearegec = _ a 
*Certain figures 1974-1977 have been restated. Ne 


1976* 1975* 1974* 
$11,608 $20,341 $25,873 
8,790 16,273 14,232 
2,562 3,355 4,255 
190 19 911 
1,541 1,058 604 
= (584) es 
13,083 20,121 20,002 
(1,475) 220 5,871 
(885) (279) (80) 
2,435 1,594 1,567 
315 541 68 
(48) (240) es 
342 1,836 7,426 
722 (48) 2,156 
(380) 1,884 5,270 
 SeeGs0) $ 1,884 $ 5,270 
$(0.05) $0.27 $0.80 
$(0.05) $0.27 $0.80 
Ea U.S.$0.25 U.S.$0.65 
6,891,699 6,891,699 6,605,739 
1976 1975 1974 
$29,290 $20,181 $16,995 
18,194 92272 22,394 
4,240 5,715 8,102 
1,382 2144 3,142 
= 2,794 2,724 
53,106 53,106 53,357 
2.476 2,096 2,508 
50,630 51,010 50,849 
6,891,699 6,891,699 6,891,699 
$6.00/3.20 $5.00/2.85 $8.62/2.50 
594,823 648,477 667,119 
594,823 648,477 667,119 
423,223 488,372 490,356 
26,847 29,734 38,084 
25,797 41,988 42,511 
3,455 4,277 4,849 
2,961 2,037 7,038 
59,060 78,036 92,481 
a 354,612 491,382 

i 14,183 13,288 

a 4,150 6,369 

ee 423 775 

z 17,284 42,112 

st om 908 


___ eR en ee 
to notes to consolidated financial statements for additional information. 
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SEMI-ANNUAL REPORT 
For the Period Ended 
June 30 


NORTHGATE EXPLORATION LIMITED 
Suite 2602, Royal Trust Tower 
P.O. Box 27, Toronto-Dominion Centre 
Toronto, Canada M5K 1A1 


Semi-Annual Report for the Period Ended June 30, 1978 


To the Shareholders: 


The consolidated financial statements of income for the second 
quarter and the six months ended June 30, 1978 together with the 
consolidated statement of changes in financial position for the latter period 
are attached. Also included are the comparative figures for the 
corresponding periods in 1977. 


Consolidated Financial Results 


Net revenue from concentrates for the second quarter amounted to 
$3,824,000 and for the six months ended June 30, 1978 totalled $6,247,000. 
The comparative net revenue figures for the corresponding periods in 1977 
were $3,171,000 (restated) for the second quarter and $8,174,000 (restated) 
for the six months ended June 30, 1977. 


The improvement in second quarter revenue was principally due to an 
increase in concentrate production as a result of higher head grades and an 
increase in the lead price. The decrease in revenue for the cumulative six 
months ended June 30th was principally due to a reduction in concentrate 
production as a result of the lower tonnage of ore treated. The decline in the 
zinc price was also a contributing factor. 


Operating profit-from the Tynagh Mine for the second quarter 
amounted to $492,000 and for the six months ended June 30, 1978, there 
was an operating loss of $613,000. The comparative 1977 figures were an 
operating profit of $48,000 (restated) for the second quarter and $1,866,000 
(restated) for the six months ended June 30, 1977. 


The principal factors resulting in the operating loss for the six months 
ended June 30, 1978 were the aforementioned decline in revenue and the 
$898,000 increase in operating expenses, the latter mainly attributable to 
cost increases and the appreciation in the value of the pound sterling. 


Consolidated net income for the second quarter amounted to 
$209,000 equal to 3¢ per share and for the six months ended June 30, 1978 
amounted to $565,000 or 8¢ per share. The comparative figures for the 
corresponding periods last year were a net loss of $231,000 equal to 3.5¢ 
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per share after an extraordinary credit of $75,000, and for the six months 
ended June 30, 1977 of $637,000 or 9¢ per share after an extraordinary 
credit of $178,000. The extraordinary credits for the 1977 periods were 
reductions in income taxes resulting from the application of amounts 
expensed in prior years. 


Results for the six months ended June 30, 1978 include non-operating 
income of $1,266,000 and exchange gains totalling $668,000 compared with 
$1,046,000 and $78,000 respectively for the corresponding period in 1977. 
For the 1978 second quarter, non-operating income was $571,000 less 
exchange losses of $210,000 compared with non-operating income of 
$527,000 less exchange losses of $30,000 for the 1977 second quarter. 


Working capital at June 30, 1978 was $26,689,000 compared with 
$29,068,000 (restated) at June 30, 1977. 


Operations 


During the three months ended June 30, 1978, 147,803 tons of ore 
were treated at the Tynagh Mine compared with 165,257 tons for the same 
period in 1977. 


Concentrate production for this period amounted to 17,850 tons 
comprising 7,796 tons of lead concentrate, 7,979 tons of zinc concentrate, 
1,318 tons of bulk concentrate and 757 tons of copper concentrate. 


The comparative 1977 period concentrate production was 12,788 tons 
comprising 6,556 tons of lead concentrate, 5,198 tons of zinc concentrate 
and 1,034 tons of bulk concentrate. 


Because of the labour dispute referred to in the 1978 First Quarter 
Report, operations at the Tynagh Mine were suspended on July 10, 1978. 
Negotiations are continuing in an effort to resolve this problem and so 
enable operations to be resumed. 


On behalf of the Board of Directors 


KE PL 


President 


August 25, 1978. 
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~ NORTHGATE EXPLORATION LIMITE 


Consolidated Statement of Income (unaudited) 
Six Months Ended June 30, 1978 


(with figures for the comparative period in 1977) 
(expressed in Canadian dollars) 


Three Months Ended Six Months Ended 
June 30 June 30 
1978 19770) 1978 1977() 


Revenue —_— 
Metals and metal concentrates ... $ 6,041,000 $ 4,960,000/$10,683,000 
Deduct shipping, smelting and 

marketing expenses ............. 2,217,000 1,789,000 4,436,000 4,419,000 


3,824,000 3,171,000 6,247,000 8,174,000 


Operating Expenses 
Operating expenses other than 


items set out below .............. 2,451,000 2,235,000 5,196,000 4,298,000 
Administrative and general 
OXPONSCS accuse. secemerentee sass 408,000 318,000 776,000 653,000 
Government royalty (credit) ......... 24,000 (9,000) 27,000 176,000 
Depreciation) ate necen ees ceeere ee 371,000 407,000 692,000 807,000 
Amortization of development 
expendituresiee.ssesscree eee 78,000 172,000 169,000 374,000 
3,332,000 3,123,000 6,860,000 6,308,000 
Operating profit (lOSS) ................cccceeeeee 492,000 48,000 (613,000) 1,866,000 
Exploration ccccu scccsceseeeeeeter eee ee serene 458,000 719,000 745,000 1,033,000 


34,000 (671,000) (1,358,000) 833,000 
Share of losses of associated 


COMPANIES acso reece ce eensere eae — (81,000) _ (306,000) 
Interest, dividends and sundry income 571,000 527,000 1,266,000 1,046,000 
Exchange gains (losses) .................0005 (210,000) (30,000) 668,000 78,000 
Income (loss) before income taxes and 

Extraondinaryeite messes sees 395,000 (255,000) 576,000 1,651,000 
Income: taxes .{.eace ee ee 186,000 51,000 11,000 1,197,000 
Net income (loss) before extraordinary a ——— \ 

HEM sisi in (— 209,000 (306,000) (565,000) (454,000 
Reduction in income taxes resulting — = 

from the application of amounts 

expensed in’ prion years w.a...-eeseees _ 75,000 _ 178,000 


$ 209,000 $ (231,000)$ 565,000 $ 632,000 


Earnings (Loss) Per Issued Share . ee 
Before extraordinary item©) ......... $ 0.03 $ (0.045) g 0.08 ) C$ 0.065 __ 


After extraordinary item®@) ............ $ 0.03 $ (0.035) $ 0.08 $ 0.09 


NOTE: 


(a) Based on the weighted average number of shares outstanding during each period being 
6,891,699 shares. 


(b) Certain of the 1977 figures have been restated. 
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NORTHGATE EXPLORATION LIMITED 


Consolidated Statement of Changes in Financial Position 


(unaudited) 


For the Six Months Ended June 30, 1978 


(with comparative figures for 1977) 
(expressed in Canadian dollars) 


Six Months Ended 


June 30 
1978 1977 
Working Capital Derived from qj 
Operations meme cere eee a eecuee near es $ 516,000 $ 1,735,00 
PIRXOSEIS OHMIC) BESS conscopsocssnsssooonq.0enconanooncos 67,000 31,00 
Disposals of marketable securities ................... 37,000 - 
620,000 __1,766,00 


Working Capital Applied to 


Additions to fixed assets .........cc:cc:ccscsecseeseeeeeeoes 297,000 100,0( 
Purchase of marketable securities .................... - 37, 00% 
297,000 137,0 
Increase in Working Capital ................000.. ee $ 323,000 $ 1,629,0C 
Working capital at beginning of period as previously + 
GED OlLCC Merete ener: merce ok ct $26,366,000 $26,794,060! 
Reclassification of prior period ........................5. _ 645,001 
Aer estated mmnmnane intr tte renis ennai). .7.is. $26,366,000 $27,439, 01 
Working capital at end of period ..........cccceeeee $26,689,000 $29,068,06 


